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DEFENCE BURDEN-SHARING ^ 

1. In his minute of 26 August to you, Mr. Bottomley 
suggested that we should look into the possibility of using 
a forthcoming attitude towards burden sharing with the 
United States as a lever to achieve a satisfactory 
settlement over trade and international finance. 

2. We shall shortly be in a position to make a minor 
financial concession to the Americans over Departmental 
Expenses. Ministers have agreed that we should accept 
the American proposal that these should be charged at 
the rate of in future, and the Department of the 
Environment have said that they would bear the additional 
cost of the concession on their vote provided the Treasury 
gives them certain assurances. The Treasiiry reply on 

18 August gave them about three quarters of what they asked. 

I anticipate that the DOE will accept this within the next 
week or two. 

3. Our concession is not very significant in financial 
terms - it will involve us in paying some million of the US 
military expenditures in the UK (currently £83 million). 

But it will be,welcome to the Americans because it settles- 
a problem which has been at issue between us for a 
considerable time, 

4. We shall soon have to decide how to make the best use of 
this small gesture. I suggest that we do not tell the 
Americans straight away, but keep the concession up our 
sleeves for use at the right psychological moment. If you 
agree, I shall warn the MOD not to leak the news to the US 
Embassy and await PPAD's advice on when they consider we 
should tell the Americans 




c.c. Sir T Brimelow 
Mr, Rose 
Mr. Hankey 
Mr. Turpin 

Mr. Holland (Chief Economic Adviser) 

Mr. Tesh Defence Department 

Mr, Braithwaite WOD 

Mr. Marshall PPAD 

Mr, Cradock Planning Staff 

Mr. Renwick 


(C D Lush) 

North America Dept 

2 September 1971 
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• CONPIDMTIAL 


PTE England Esq 
Staff) 

Ministry of Defence 


THE DOLLAR CRISIS AND BURDEN SHARING 


Foreign and Commonwealth Office 


London S.W.l 


The latest developments in the dollar crisis also reinforce 
the reasons for believing that the Americans vri.ll continue to 
press hard for JIBFR negotiations leading eventually to troop 
•cuts. 

h. I should be grateful for your comments, particularly on 
. the question of EDIP. I think v^^e might usefully discuss' the 
problem as a whole, as v;ell as the specific problem of hovr to 
get the laggards to pay their full subscription to "EDIP I", 
when we meet the Germans and the Dutch for bilateral politico- 
military talks next month. 


1. !• I enclose copies of an exchange of ECO minutes between 
Jim Bottomley and myself on the question of whether the 
Americans are like.ly to increase their pressure on the 
Europeans to accept a greater share of the defence burden as 
a result of the present dollar crisis. 


2. The Americans have not suggested formally that part 
of the price for removing the import surcharge should be a 
definite additional financial undertaking by the Europeans in 
the defence field. One can but hope that the Administration 
will recognise that such a demand v^ould be unrealistic. 
Hov?ever, I very much agree with Bottomley that it is novr more 
necessary than ever that EDIP should be a success, and that vo 
should do what v^e can to ensure that EDIP is a continuous ' 
process. 
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DBPEITCE BURDEN SHARING 


, ,1. Thank you for your minute of 26 August, 

2.' The sentiment contained in President Nixon's statement 
of 15 August is not nev;. It reflects an sirgiunent vrhich has 
consistently been put to the Europeans by the Americans over 
• the last few years. It was perhaps slightly modified in the 
President's Poreign Policy Report of 25 February, vdiich 
■ referred to Mr Nixon's message to NATO of December, 1970, and 
; .said that "the conception of burden sharing in previous 
, .administrations was that our Allies should share our burden; 
the thrust of the Nixon doctrine is that their primary task 
■is to shoulder their ovm. The emphasis is no longer on 
their sharing the cost of American's military commitment to 
. Europe ~ although financial arrangements may play a part - 
but on their providing the national forces needed in 
conjunction with ours in support of an effective common 
. strategy." This is the line still taken .by the State 
^ Department (V/ashington telegram No.2825). . 

3« The need for tho Etiropeans to shoulder more of the burden 
has equally been recognised by the Europeans themselves, 
■especially by Hl'ICr. The Prime Minister said in the Defence 
Debate on 2 March "vre accept that continuing United States 
support is dependent on reciprocal efforts by their European 
. Allies." 

4. The comparative compl£icency to which President Nixon's 
Foreign Policy Report gave rise in Europe was however much 
' damaged when the dollar lurched in May, The Administration 
was then forced to defend itself against the renewed 
press-ures of Senator Mansfield (and the increase in feeling 
in the United States that the Europeans- v.tere not doing their 
share) by making a political commitment to pursue a »' 
reduction of America's forces in Europe through the medium 
of negotiations vrith the Warsaw Pact on mutual and balanced 
force reductions. It has been clear since May that the 
pressure for .MBFR negotiations vzould continue, and that it 
would inevitably lead in the end to greater or smaller 
American force cuts (and nOt necessarily all that "balanced" 
ones),. When Mr Rose and an FCO/MOD team visited V/ashin^'on 
at the end of July, US officials seemed reasonably confident 
that, provided the Europetms cooperated, the Administration's 
commitment to MBFR negotiations would be sufficient to keep' 
domestic pressures for unilateral cuts under control; but • 
they said that this prediction could be upset if a turn, in 
events gave Senator Mansfield new opportunities. 
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that we shall increase our ovm defence effort (the HOD is 
currently considering ciitting present equipment plans in order 
to remain within their Long Term Costings). ' As suggested 
earlier it i s equally difficult to see any schens for direct 
subsidy of the American forces in Europe emerging. When burden 
sharing was under active consideration in VJhitehall tliis time 
last year, the Prime Minister made clear his distate for any 
idea that we should contribute to a scheme for directly 
relieving the financial burden of the United States. • The other 
European governments, most of viiich are less ’’defence- 
orientated” that our ovm, are even less likely to be able to 
do anything. (The Germans are getting very mulish about 
responding to appeals for more from them. They see themselves 
cast, as the milch-covr of Europe.) 

10. I have written to Hr England in the Ministry of Defence 
(copy attached) to dravr their attention to our exchange of 
minutes, suggesting that vre should jointly keep an eye on 
developments, and should in particular look again at the 
possibility of making the laggards pay their contribution to 
”EDIP I”, as vmll as seeing whether there are any further . 
cosmetic contributions vm and our other Eu'ropean Allies can 
make to "EDIP II". Hovrever, I am anything but. hopeful. 


31 August 1971 


Copy to; 

Sir T Brimelow 
M.r Rose , 

Mr Holland 

Mr Overton (North American Dept.) 
Mr' Tesh (Defence Dept) 

Lord Bridges (V/OD) 

Mr Morgan (PED) 

Mr Marshall (PPAD) 

Mr Turpin. 
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CONFIDENTIAL 


Mr V/iggin 


Defence Burden Sharing 


At a meeting yesterday on the international monetary 
aspects of the dollar crisis, I was asked by Mr Neale (Treasiu-y) 
to alert thosd dealing with the above subject to the possibility 
that the U.S. Government may seek to insist on its allies taking 
on a greater share (at least financially) of the defence of the- 
free world, as a condition for the removal of the 10 per cent, 
surcharge on imports. 


2, There are many obscurities and uncertainties. In his 

statement on 15 August, President Nixon included the following 
sentence; 


"Now that other nations ore economically strong the time 
has come- for them to bear their fair share of the burden 
of• defending freedom a.round the world", ' 


In its context in the statement, this itcnce might or might 
not be construed as representing a demai'id bj’- the President for 
additional steps to be taken to help the U.S. economy in this 
field as well as in others. - The ma.tter was not apparently raised 
by or with Mr Paul Volcker during his visit to London on 
16 August. But at a Press conference on his return to the U.3.A. 
from Europe he did specify this field as one of those’ in which - 
the U.S. Government would have to.be satisfied before the 
10 per cent, surcharge was lifted. Since then the British Embass; 
have recommended that v;e should do what v/e can to strengthen 
the State Department against*the U.S. Treasury on this issue - 
an account pf the State Department's position ("v;ith which 
the U.S, Treasury would not necessarily v.'holly concur") vras 
given in V/ashington telegram No. 2825. 

5. It seems to me likely that the U.S, Government have 

no definite position on this issue; that they will keep the 
"threat" in being to help squeeae the maximum out of the outside 
V7orld on exchange rates, trading arrangements etc,; and that 
the amount of fuss they make on more burden-sharing will partly 
depend on how successful,' that process is, 

h. The international monetary scene is obscure, and I do ■ 

not Icnow enough about the defence birrden-sharing scene to be able 
to comment at all specifically on how the tv^o may affect each- 
other, But, apart from the general prognosis in paragraph 5 
above, I think it would be safe to assert at the least that 
any dilatoriness in implementing agreed programmes such as 
BDIP vfould tend to react adversely on negotiations in the fields 
of-trade and international monetary’' -affnirs. You might be able 
to use this as a lever in overcoming any Whitehall resistance 
there may bo to o\ir playing our ovm full part. 
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5. ,I cannot calculate how far (if" at all) a forthcoming 
attitude in defence finance matters on the part of ourselves 
and our NATO partners would help to achieve a satisfactory 
settlement over trade and international finance. However that 
may be, I suggest that it would be as well to give consideration 
in the appropriate V/hitehall forum to the nev; context, created 
by the U.S. Government's moves, against v;hich burden-sharing 
must now be seen. After that, it might prove useful to do 
likewise with some of our NATO allies. The Japanese will no doubt 
be under US pressure as well, and you may v/ant to arrange for 

an eye to be kept on what happens in that part of the v:orld and 
whether it .could or should form any kind of precedent for us. 

6. , \Ie will of course let you knovr of any relevant developments 
on the trade and international financial sides. And I hope that 
you will keep us informed of any studies or other developments 

set afoot !on yours. 


■ } 

I’- 


26 August 1971 


Copies to; 

Sir T Brimelow 
Mr Rose 

Mr Holland / 

Mr Overton (N Am D)-/ 
Mr Tesh (Defence D) 
Lord Bridges (WOD) 

Mr Morgan (FED) 

Mr Marshall (FPAD) , 
Mr Turpin ' 


J R A Bottomley 



CONPID.HNTI.AL 


THE NATIONAL ARCHIVES 
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cc Mr Middleton 
Mrs Case 
Miss Morhange 
Mr Gedling 
Mr Workman 
Mr Barratt 
Mr Cory 


Tl\e lit Hon Julian Amery MP 
Minister for Housing and Construction 
Depai'tmont of the Environment 
2 Heirsham Street 
LONDON SVfl 



l8 August 1971 


You vu'ote to me on 26 July about the rates of departmental ejqjonses 
to be chtU'god on work performed for the US Forces in the UK, 

2« I can readily give you an assurance that, if the losses xdiich 
result from charging those sub-nox'mal rates of departmental oreponsos 
are homo by the PE5)C nrogra'-Tiine fo?r Coni:non Services, which nconis to 
me most convenient tuid appropriate, they would be regarded ns au 
ixiOGcapablc cor.:riitraeiit vrhich xrould bo recognised in caiy future pro¬ 
posals directed towoTvls savings in public eicpcnditxu’o. 

3« I can also repeat my assurance that, when wo resume the discussion! 
on public oi^pcndituro, it would be open to you to argxic that the 
savings necessary to offset the additional £0,a year ojT osependiture 
that liould be involved should be foxmd clsovrhere tlxau from the Coiranon 
Services programme* I ifould only add that if, regrettably, those 
savings Ciumot bo fovaid from other dopm'trnental programnios, and have 
to bo looked for froi.i within yoxir oxm iirogrEinuiies, they need not come 
solely from Comnon Services* 

4* I hope that you will find these assixrancos acceptable. The 
Americans have been pressing strongly for an answer and, given your 
ocoeptance, 1 think wo should jxow make on effort to bring these 
lengthy negotiations to an exid ns saon as wo can* 

5o I am sending cojiies of this letter to the Minister of State, 
Foreign «xnd Commoxxvrculth Office, and the Ministci' of State fox* Defence 
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US DEFENCE FACILITIES IN THE UNITED KINGDOM : COST-SHARING 

1. Although Ministers agreed in principle on July 14 to 
accept the American proposal for a rate of 7-J% for 
Departmental Expenses, we are still not allowed to tell 
the Americans. This is because argument is still going on 
about which Department should bear the cost for PESO 
purposes. See Mr Julian Amery's letter of 26 July to 

Mr Maurice Macmillan attached^to which Mr Macmillan has 
not yet replied. 

2. This all seems unreasonably slow. Also the argument 
in the United States about the balance of payments deficit, 
burden-sharing etc is hotiaing up, and it would be useful to 
have an important concession up our sleeve to play at th e 

sychologic al moment . May I suggest that you have a word 
with the Chief Secretary on the telephone? 




'V' 


Copy to: Mr V/iggin 


11 August 1971 


H T A Overton 
North America Dept 
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COST-SHARING 




1. I spoke yester/to Mr Winnick at the Treasury 
about Amery's letter to Mr Macmillan of 26 
January. He expects Mr Macmillan's reply to issue 
within the next few days, '-^is will probably 
repeat the line which Mr Macmillan took at the 
meeting on the II4. July: ie that the Department of 
the Environment should bear the cost of the American 
offer on their common services vote, but would be 
free to argue subsequently that they should not be 
required to find the necessary offset savings. 


2. If Mr Amery now accepts this position we shall 
be able to go ahead with the Americans before the 
end of the month. If he does not accept it it 
might be necessary to wait until September when 
ministerial discussion on PESO ceilings is resumed, 
Mr Winnick's own view was that it should be possible 
to absorb this relatively small cost by a slight 
increase in the overall PESO ceiling figure, but 
that it would be very difficult to find offsetting 
savings in--the defence budget. He accepted that 
it would be quite inappropriate to ask the FCO 
to find the savings on our vote. 



R A Vining (Miss) 
North America Dept 

5 August 1971 

Copy to 
Mr Rose AUSS 
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26 July 1971 


■"ftlciivio^ j 


/in 




At your meeting on 14 July about the rates of 
Departmental Expenses to be oharged on work 
performed for the US Forces in the UK, Paul Ohannon 
reserved my position, 

I agree in principle v/ith the proposition that the 
American offer to pay 7^'^ across the board should 
be accepted, and I assume that a similar figure 
could be negotiated with the Germans for the work 
v/G do for them in this country, I am not, however, 
happy about accepting the cost'of this arrangement 
on the PESO Common Services heading. It seems to 
me that we are subsidising the Americans, either 
because of our Defence interests in v/hich case it 
concerns the Defence Budget, or for foreign policy 
reasons, which v/ould make it a FOO concern, 

1 should not want to press these arguments, hov/ever, 
if I could have a satisfactory understanding about , 
the effect on the Common Services PESC* There are 

2 points: first, the new arrangements will add aboni 
fiO.Sm a year to the cost vie are already bearing. It 
seems to me quite inequitable that this should have 
to be found at the expense of, say, the Crown Office 
building programme. At your meeting, you said we 
could argue that we should not be required to find 
the necessary offsetting savings: I do so argue 

and must ask for an appropriate assurance before 
the Americans are given their ansv/er. 

The second point is that the total amount we shall 
be carrying on .the Common Services PESC will be 
about £l#lm. This will be an inescapable commitment 

/which 


Maurice Macmillan Esq, MP 











which It will not be possible to out without 
breaking our agreement with the Americans* I 
should like an assurance that this point v/ill 
be recognised in any future proposals vAilch may 
arise for outs in the Common Services PESO* 

If you can assure me on these points, I shall not 


object 'to bearing the cost of the Commons Service 
PESO, 

I am sending copies of this letter to the Minister 
of State, Foreign and Commonwealth Office, and the 
Minister of State for Defence* 


JULIAN Amm 









CONFIDENTIAL 


Mr Overton; 


COST SHARING 

1 . Mr Spiers did ask me about this on 20 July. I said we 
hoped to be able to reply very shortly but that I was not 
yet, unfortunately, in a position to tell him the terms of 
our reply, I could assure him however that we really had 
got to a point where we hoped it would be possible to 
resolove this problem. He asked whether he could take it 
that we were likely to accept the American proposal. I 
said I could not tell him this since this would prejudge 
the terms of our reply. But I had every hope that they 
would not find the reply unsatisfactory. 

2. I do not disagree with the suggestions in paragraph 5 
of your minute. But I find it difficult at the moment to 
know to what claims they are likely to apply. Are we at 
present under pressure, in any other bilateral military 
field, to make financial concessions to the Americans? 

We shall always want to make the maximimi capital out of, 
for example, increased financial contributions to NATO 
defence programmes, such as EDIP. But I do not think we 
would be able to consult the Americans before mhking 
decisions about this or, in practice, to ask for their 
advice on the relative strength of the political pressures 
■in Washington behind a bilateral claim, such as DE costs, 
and a NATO programme, such as EDIP. Of course, if the 
Americans want something from us, such as home-porting, 
which we may be able to provide for them, we shall always 
wish to gain the maximum credit. But, across the board, 
the scales are fairly heavily weighted on the American 
side. 



0 M Rose 
21 July 1971 

Copied to; 

Mr Tesh (Defence Dept.) 

Lord Bridges (Western Organisations Dept.) 
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Mr Unv;in (WED W62A) 


COST SHARING ’■ 

^ ^ x'ecord of a meeting 

Ji'easury on lA July to. discuss the 
rate at which we should charge the Americans for 

As defence installations here. 

As you will see tne treasury came down in favour 

should^hi^fl'^^ *^-merican proposal that the rate 

cent., largely because they v/anted 

rate foS^fnr standard concessional 

rate for foreign forces nere in order to heln us 

in negotiating the same rate with the Germans. 

attach a copy of a letter from Barratt 
in Treasury, wnich indicates that your denartment 

theearlier carresp?ntenc1 

States between United 

.Te S German over this has been established, 

interest in how the German 

^ should be grateful 
If v.e could be kepo in the picture. 


16 July 1971 

Gopy torLord Bridges 
Mr Tesh 
Mr Rose 
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their vote; it was already under great strain 


in order to accommodate essential "teeth." arms, 


3- Mr Ghanhbh . reiterates his'-'Department' s 


neutrality,•and referred to a real cost of DIE’s 


as 16%. He pointsout that any saving resulting 


from reduction of our DIE's in Germany .would accrue 


to the MOD. 


6 . Mr Macmillan summing up, said that on balance 


there seemed to be very little in it. The DOE 


were v/illing to go on doing the work for the 


Americans and there v;as some, marginal advantage 


in their so doing. He v/as inclined to share the 


view that there would not be serious damage to 


Anglo-American relations if vre continued the 


negotiations. But he vxas persuaded that because 


of the situation we were in with the Germans, we 


ought to accept the American proposal provided that 


a home could be found for the additional cost 


on some Department's vote, The allocation of the 


cost, which was, in fact, pretty notional, since 


it was shovm as a loss of receipts under Common 


Services, had very little effect. The extra burden 


would be so small that it would not have a 


significant effect on savings. Given the pressure 


I on the MOD it was unreasonable for them to be 


asked to find the money; there was also advantage 


in not splitting the cost between two departmental 


votes. He therefore though the DOE should bear 


the costs. He would be prepared to say that if 


the DOE bore the costs, they would have the righ^; 

3 
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to take the additional burden into account 
in the PESO exercise, 

7 * Mr Channon said that he would have to 
reserve his Secretary of State * s decision upon 
this. 

8 . Hr Macmillan said that it was agreed that 
until the question of budgeting for the cost had 
been settled, we should not tell the Americans 
that we accepted their proposal. 


k 
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H T A Overton 
North America Dept 


15 July 1971 
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Ik July 1971 


UK/USCOST SHARING 


.. I was frankly a little surprised at this morninpr's 
meeting to find out how unfamiliar people were with the 

Germans about 

the^rates of departmental expenses. aoouv 

referenS^EJ^w/ho correspondence under your 

reierence no O7/40. You will find a cody of a Ipt-hp-p Hn-t-or? 

14 June from the Naval Attache in the German EmbLsy in 

London to Dum of your Department which hints clearly at 

DE^s^to^thP^iflL^?^^ Germans will put up their r?tes of 
■Uiii s to the same level as ours. 

I am sending a copy of this letter to Overton in the 
FCO and Ward in the MOD. Previous correspondence on this 

have been addressed to Gladstone in the 

beeA In 


(P R BARRATT) 


W L Wilson Esq CB OBE 
Department of the Environment 
2 Marsham Street 
LONDON SWl 
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RECORD OP A MEETING HELD IN THE OFFICE OP THE CHIEF SECRETARY TO THE 
TREASURY AT 11.15 am WEDNESDAY, 14 JULY, 1971 


Present: 


Chief Secretary to the Treasury 

Minister of State, Foreign and Commonwealth Office 
Minister of State for Defence 

Parliamentary Under-Secretary of State -for Housing and Construction 


Mr P R Barra tt 
Mr W Winnard 
Mr A Batchelor 


Treasury 


Mr H T A Overton 
Mr C D Lush. 


Mr P D Nairne 
Mr D W Ward 


Mr W L Wilson 


I Foreign and Commonwealth Office 

I Ministry of Defence 
) Department of the Environment 


The Chief Secretary said that the meeting had heen called to discuss 
the position now reached,, after, a very long period, in the negotiations 
on a renewal of the UI^US cost-sharing agreement that had formally 
terminated in 1963. The principal outstanding issue related to 
the rates of departmental expenses (DEs) to he charged in future on 
work performed for the. US in the UK, At present, the rates levied on 
these v/orks were 7 ^% (major works) and 15^ (minor works and maintenance 
instead of the full economic charge of 20?o, These rates had continued 
in force since 1963, and in response to a proposal that they should 
continue under a new agreement the Americans had offered to pay 7 ^% 
on-all works and maintenance, representing an additbnal cost to the 
UK' Of approximately £0.5ni a year. 


3. He suggested, therefore, that the meeting shoxild address itself 


CONFIDENTIAL 
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2, At the same time, as a complication of this issue, the Germans, 
y/ho levied DEs of some 65^-8% on works performed for the UK in Germany, 
had threatened to raise these rates to the same level as the UK charged 
on works done for the Germans here (at present this rate was the f\ill 
economic rate of 209$) unless the UK reduced their rates. Fulfilment 
of this threat would increase UK expenditure on works in Germany hy 
some.£ 3 . 25 ni a year. 


16 ^ 
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Ministry of Defence favoured rejection of the American offer in 
preference to absorbing the costs of a new agreement in that 
Budget, It was, however, suggested that if the extra losses 
were attributed to Common Services the danger was that that 
programme would be expected to find offsetting savings; whereas 
attribution to the Defence Budget would be within the estimating 
error, given the comparative levels of these two programmes. 


5. Summing up, the Chief Secretary said that the arguments for and 
against accepting the American offer were evenly balanced. He was 
himself inclined to favour acceptance. It seemed that the Americans 
had probably now reached their maximum; there was a tactical advantage 
to be gained in clearing the way towards a satisfactory settlement v/ith 
the Germans; and the cost was not exorbitant. He fully appreciated 
the diffiaulties that this would create in the context of public 
expenditure; but it seemed to him that the most convenient programme 
to bear the cost would be the existing one, Common Services, Although 
he clearly could give no guarantee, it could be open to the Department 
of the Environment, when the general discussion of public expenditure 
was resumed, to argue that they should not themselves be required to 
find the necessary offsetting savings but that they should be looked 
for in other public expenditure programmes. Until this difficulty had 
been resolved he suggested that no action should be taken vis-a-vis 
the Americans, 


6, The meeting noted this conclusion, the Parliamentary Under¬ 
secretary for Housing and ..Construct ion reserving the position of the 
Minister for Housing and Construction, 
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1. Your minute of 1 July to Mr Tesh (copied to me) about your 
visit to Washington. 

2. Mr Godber had a meeting on 14 July, with Mr Maurice Macmillan, 

Lord Balniel and Mr Channon, to discuss whether we should accept 
the latest American proposal that they should be charged for 
departmental expenses at their defence installations here at a rate 
of 74?^•' The meeting decided that we should accept the proposal, 
but the question of on whose vote the resulting loss of income 
should be borne was not agreed. Ministers decided that the 
Americans should not be told until this point had been settled. 

3. The Treasury are keen to get the matter cleared up soon; so are we.'u 
And it is desirable to make the maximum political capital out of 

what is quite an important "bur dens haring” concession. Mr Godber || 

has therefore written to Mr Macmillan asking that the budgetary 
problem be settled in time for the Secretary of State to tell r, 

Mr Rogers of our acceptance of the US proposal when they meet on 
20 July. 

4. I am afraid that, at the moment,! am imable to say whether or [5? 

not you would be able to convey the good news to Mr Spiers. If, 
however, we do manage to get Ministerial agreement in time for the 
Secretary of State to tell Mr Rogers, I shall telegraph to 
Washington the line that he takes in order that you will be able 

to repeat the performance there. 

5. This gives rise to a general thought about the manner in which 

we respond to US political pressure for financial concessions. I 

This is:- 

(a) that we should try to select (with US advice if possible) 
those issues on which the US Government, Congress etc, 

^feel most strongly 

(b) having selected, we should build up and exploit the 
concession politically for all we are worth in order:- 

(i) to build up maximum capital of goodwill 

(ii) to provide an answer for the issues on which we 
are not prepared to make a concession. 


I hope you agree. 




15 July 1971 
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Mr Tesh Bef.Dept. 
Lord Bridges, WOD 
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DISCUSSION OP DEFENCE SUBJECTS IN WASHINGTON 


I plan to leave for Washington on 19 July and return 
overnight on 23/24 July. The main purpose of my visit is to | 
conduct bilateral talks on SALT on 23 J^uly and on MBFRs on 
22 July. I shall have 20 and 21 July for other appointments. 

On the defence side, I expect to see Mr. Spiers and the members . 
of his Bureau and also Mr. Sonnenfeldt in the White House. 

I could also, if it seemed desirable, have a separate talk 
with Mr. Parley, or anyone else in the AODA, apeirt from the 
SALT bilateral. I shall be glad to take up with these people 
any subjects which you, or those to whom this minute is copied, 
recommend. 

2. In particular, for talks with Mr. Spiers, I shall have to ' 
be ready to speak about 

(a) Malta 

(b) 5-power defence arrangements 

(c) Diego Garcia i 

(d) Mauritius 

')( (e) DE charges (cost-sharing) 

(f) Ascension Island 

(g) Any other bilateral defence matters, e.g. Phoenix Islands. 

Since the U.S. Embassy, on instructions from the State Department, 
informed us of the U.S./French contacts in the military nuclear 
field, I would also propose to ask Mr. Spiers for further 
information about these (we have heard nothing since mid-May 
on this subject). 

3« I shall not need lengthy briefs on any of the above subjects. 

I would, however, like short notes of points it would be useful 
for me to make to the State Department, as well as any points, 
for defensive use, in dealing with questions I may be asked. 

I shall need the same for any other subjects which recipients 
of this minute wish me to raise, except that (depending on the 
subject) I may need rather fuller briefing in some cases. 

I shall not need any special briefing for use with 

Mr. Sonnenfeldt. ' 

I ' 

I CLIVE ROSE i 


(G.M. Rose) 


Copies to: 

Mr. Overton^ 
Mr. Summerhayes 
Lord Bridges 
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Sir S. Crawford 
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Your reference 


Mr D Ward 


Our reference 


1, At the meeting of Ministers to discuss cost sharing on 
14 July, Godher mentioned the Prime Minister's speech to 
the American Bar Association v/hich will be delivered on 
19 July. An earlier draft of this was cleared with the 
Ministry of Defence but Mr Godber has asked that we should^ 
ask you to note particularly the references to burden sharing 
in the speech as delivered. / 
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(WED W62A) 



COST SHARING 


1, I attach a copy of a record of a meeting 
held in the Treasury on Ih July to discuss the 
rate at which we should charge the Americans for 
works services at their defence installations here. 
As you will see the Treasury came down in favour 
of agreeing to the American proposal that the rate 
should he 7-J per cent., largely because they wanted 
to establish this as the standard concessional 
rate for foreign forces here in order to help us 

in negotiating the same rate with the Germans. 

2. I also attach a copy of a letter from Barratt 
in Treasury, which indicates that yoxir department 
may have seen some of theearlier correspondence 

on this subject. Now that the link between United 
States and German»jover this has been established, 
we shall have an interest in how the German 
negotiations are going, and I should be grateful 
if we could be kept in the picture. 


/I/, 


(Din 


C D Lush 

North America Dept 
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W L Wilson Esq CB OBE 
Department of the Environment 
2 Marsham Street 
LONDON SWl 


CONFIDENTIAL 


14 July 1971 


UK/US COST SHARING 


I was frankly a little surprised at this morning's 
meeting to find out how unfamiliar people were with the 
discussions which had been going on li/ith the Germans about 
the';rates of departmental expenses. 

You may like to look at correspondence under your 
reference EJ 237/40. You will find a copy of a letter dated 
14 June from the Naval Attache in the German Embassy in 
London to Dunp of your Department which hints clearly at ‘ 
the possibility that the Germans will put up their rates of 
DE's to the same level as ours. 

I am sending a copy of this letter to Overton in the 
FCO and Ward in the MOD, Previous correspondence on this . 
subject appears to have been addressed to Gladstone in the 
FCO, but I am not sure how fare the Ministry of Defence ha.ve 
been in the picture. 
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RECORD OP A MEETING HELD IN THE CHIEF SECRETARY’S 
ROOM, TREASURY AT 1100 HRS Ik JULY 

PRESENT: Mr Maxirice Macmillan - Chief Secretaiy 


Mr Barratt m 

Mr Wiimard " ®Peasury 

Mr Godher 

Mr Overton - FGO 

Mr Lush 

Mr Paul Channon -nn™ 

Mr Wilson “ 

Lord Balniel 

Mr Nairne - MOD 

Mr Ward 

1. Mr Godher said that the FCO favoured acceptance 
of the American proposal for a rate of for 
departmental expenses. This would cost us less 
than £Jm a year more than at present and would 
bring the long negotiations with the Americans (to 
an end. The cost-sharing arrangements were 
exceptional, and we charged the Americans more 
than the NATO rate of 4.9% or the German rate of 
6%. The Americans had internal difficulties with 
the growth of isolationism in Congress and they 
were beginning to have doubts about the effect 

on them of our entry into the EEC. The UK balance 
of pa 3 rments was strong. We had recently had a 
strong hint from Dr Kissinger that President Nixon 
felt we should do more to share the burden of 
defence costs. The Prime Minister was about to 
tell the American Bar Association in public that 
we sympathised with the US call for better biirden 
sharing and world help. 

2. Mr Channon said that the DOE would do 
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whatever it was told. If it was decided to "break 
off the negotiations and thus risk the Americans 
setting up their own organisation to do the work, 
there would be probable redundancies of 250 white- 
collar workers and about 500 directly employed. 

This could cause some trouble with the unions. 

If it was decided to accept the proposal, the 
DOE felt they should not be asked to tear the cost 
of a concession which was of no interest to them. 

Mr Macmillan said that the purpose of the 
meeting was to decide the rate at which we should 
charge the Americans andalso to consider the 
effect that this would have on our negotiations 
with the Germans, who were showing signs of wanting 
to raise the 6% rate at which they charged us 
to the 20% rate that we charged them. The DOE 
had suggested that we should reduce our rate to 
the Germans here in order to get the advantage of 
a lower rate in Germany. Since the Germans did 
far more work than we did for them, the lower 
rate would benefit us more than them, 
h* Lord Balniel said that this was a comparatively 
minor question and he did not believe that our 
refusal to accept the US proposal would seriously 
harm Anglo-United States relations. He suggested 
that we might put a proposal to the Americans 
that we should charge for major works at 7-J-% and 
minor works at 10%. In any event, the MOD could 
not bear the increased cost of the concession on 
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their vote; it was already under great ptrain 
in order to acconunodate essential "teeth" arms. 

5« Mr Chanhbh::.ji reiterates his Department's 
neutrality, and referred to a real cost of DIE's 
as 16%. He pointsout that any saving resulting 
from reduction of our DIE's in Germany would accrue 
to the MOD. 

6. » Mr Macmillan summing up, said that on balance 

there seemed to be very little in it. The DOE 

were willing to go on doing the work for the 

Americans and there was some marginal advantage 

in their so doing. He was inclined to share the 

view that there would not be serious damage to 

Anglo-American relations if we continued the 

negotiations. But he was persuaded that because 

of the situation we were in with the Germans, we 

ought to accept the American proposal provided that 

a home could be found for the additional cost 

on some Department's vote. The allocation of the 

cost, which was, in fact, pretty notional, since 

it was shown as a loss of receipts under Common 

Services, had very little effect. The extra burden 

would be so small that it would not have a 

significant effect on savings. Given the pressure 

on the MOD it was unreasonable for them to be 

asked to find the money; there was also advantage 

in not splitting the cost between two departmental 

votes. He therefore though the DOE should bear 

the costs. He would be prepared to say that if 

the DOE bore the costs, they would have the righjr 
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■fco take the additional burden into account 
in the PESO exercise. 

Mr Ch annon said that he would have to 
reserve his Secretary of State's decision upon 
this. 

Mr Mac millan said that it was agreed that 
until the question of budgeting for the cost had 
been settled, we should not tell the Americans 
that we accepted their proposal. 


H T A Overton 
North America Dept 


15 July 1971 
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Mr Luieh 


D/E COSTS 


1. It will "be very helpful if you would produce a 
short record for the file of the meeting this morning. 

I also have/Q.ominante in case you have any gaps. 

A copy should go to WOD, and also, I suggest, Messrs 
Rose and Tesh, as it is usefiil for them to get the 
feel of other Department s'thinking on Defence questions, 


2. You kindly undertook to look into the question of 
ou::?’ D/E costs in Germany which was raised so 
providei^ially by the Treasury at this morning's 
meeting,'^ We should note in particular, I think, " 
and inform WOD, Defence department and WED (who 
wrestle with German Offset) that the Treasury seem 
to be moving at last from their long-held position 
that HMG/treat the Americans and Germans in quite 
different ways without disadvantage, and to be moving 
towards acceptance of the principle of Ausgleifih of 
D/E costs between allies. Perhaps this might be done 
in the form of a covering note to the record of this 
morning's meeting (see 1 above). 


3. You told me that the list of US installations 
falling under the 1953 Coat Sharing agreement is 
elastic, because installations have been added 
subsequently by inter-Service agreement. On this 
basis the MOD seem to have accepted without protest 
the US proposal that whatever cost-sharing formula is 
now agreed would apply to all their installations in 
UK and not only to the USAE bases etc. This is all 
very well, but we should beware of creating unwittingly 
an open-ended financial commitment for the future . 

New US installations may well be established and 
possibly some really expensive ones: I have in mind the 
"home porting" proposal recently floated by the US 
Embassy on behalf of the US Navy. Please consider the 
best method of closing this open end.** Should we 
propose consulting the Treasury about it, or will this 
come out in the wash in the next round of negotiations 
with the Americans on the Cost-Sharing agreement? 
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proposal. 


fleant effect on 
repared to say that 
sjts, they would have 
dditional burden into 
^rcise. 

at he vrould have to 
(J)f State's decision 

that it was agreed 


that ^mtil the question of budgeting for the 
cost had been settled, 
the Americans that we 


we^ould not tell 
[accepted their 
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Foreign and Commonwealth Office 


London S.W.l 


15 July, 1971. A- 
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Thank you for arranging the meeting yesterday 
to consider the vexed question of cost-sharing with 
the Americans for the maintenance of their defence 
installations in the United Kingdom. I am glad that 
you agreed that the latest United States cost-sharing 
proposal should be accepted, particularly in view of 
current argument with the Germans about the maintenance 
costs of our forces in Germany. 




Prom The Minister of State 


You asked that the question of which Department's 
vote should carry the additional nominal cost of 
accepting the United States proposal should be settled 
before we got in touch with the Americans again. 

Alec Douglas-Home will be having talks with Rogers 
on Tuesday, 20 July, during which he will have a good 
deal to say about problems of Western Defence and 
burden-sharing. This would therefore be an ideal 
opportunity to make the maximum political capital out 
of our decision to accept the United States cost-sharing 
formula. It seems to me that our acceptance should not 
be communicated to the Americans in a routine manner 
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Maurice Macmillan, Esq.,M.P., 
The Treasury, 
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I therefore write to ask that the budgetary question 
should be settled, if possible, in time for Alec to tell 
Rogers about our decision on (Tuesday. 


I am sending copies of this letter to Robin Balniel 
and Paul Channon. 


(Joseph Godber) 


at working level, but should be presented as a major 
concession in the context of burden-sharing etc. 
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Thank you for arranging the meeting t hi -er 
m orn i^ consider the wexed question of 
cost-sharing with the Am^icans for the maintenance i., 
of their defence installations in the UK, I am glad f: 
that you agreed that the latest US cost-sharing ^ 

proposal should be acceptedAparticularly in view of ; 
tdss current argument with theXuermans about the 
maintenance costa of our forces in Germany. 

L_. You asked that the question of which 
Department's vote should carry the additional 
nominal coat of accepting the US Wopoaal should be ^ 
settled before we got in touch wi-^h the Americans i 

Oc wji^<a.4 • b4..*v.QLi2 

again. T hfltJ^OO - OecrGtQry ^ having talks with the 

.' \ : 

UD^ Ctici'u Lary "ur"'S La be, Mr Yiiillajii"T\ Rogers on 

Tuesday 20 July, during which he will have a good deal 

to say about problems of Western Defence and 

burden-sharing. This wiii therefore\be an ideal 

opportunity to make the maximum polimcal capital 

out of our decision to accept the US cost-sharing 

formula •• ^t seems to me that our acceptance should 

not be coimmiinicated to the Americans iln a routine 

manner at working level, but should bel presented as a 
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Mr G/dLer 


COST SHARING ARRANGEMENTS FOR US DEFENCE FACILITIES IN UK 


I. Since the meeting this morning we have heard that the 
budgetary question which was left imsettled at the meeting can 
probably be cleared up in time for the Foreign and Commonwealth 
Secretary to inform Mr Rogers of our decision when he sees him 
on Tuesday. But this will require a follow-up letter from you 
explaining the political advantages of the decision being 
communicated then, and at that level. I gubmit a draft which, 
if you agree, should issue as soon as possible. 
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13 July 1971 'Yj 


H T A Oveafton Esg /, / 

Fco Oh ^ 

London • * • 

SW1 13 July 1971 

US DEFENCE FACILITIES IN THE UK 

Thank you for your letter of 7 July. 
As a matter of fact the subject Is being 
handled here by Derek Ward of S 9 (Air) 
but it is of widespread interest in the 
Ministry of Defence and we have all made 
our proper contributions to the establish¬ 
ment of the mod’s position, 

2, The political considerations, in 
particular, have been given a thorough 
airing and I do not doubt that they will 
be tabled again at the ministerial 
meeting which I think has now been 
arranged for 14 July, 
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CONFIDENTIAL COVERING SECRET 


Mr Har^ 
Mr Godb 


COST SHARING ARRANGED/IENTS FOR US DEFENCE FACILITIES IN THE UK 


1. This will be discussed between the Ministers concerned on 
14 July. Since the despatch of Mr Godber's letter of 25 May 
to the Chief Secretary, a number of additional arguments have 
been put forward against acceptance of the US proposal. I therefore 
attach a memorandum dealing with these arguments, t:o; supplement 
my submission of 19 IVIay and the agreed inter-Departmental paper 
attached to it. 


2. It is for consideration whether the replies to all these 
arguments should be reserved for the meeting, or whether it 

I would be e^.pedient to circulate a short paper before the meeting 
co-w*. using some of the material. I am inclined to advise the former 
course on the ground that the overriding political argument in 
favour of acceptance of the US proposal has already been clearly 
stated in Mr Godber’s letter of 25 May. It will tend to confuse 
the issue if the FCO starts to produce additional arguments at this 
stage. But this is primarily a tactical q.uestion on which 
Mr Godber himself may have views. 

3. The political argument in favour of acceptance is now even 
stronger than in May and I recommend that Mr Godber should emphasize 
this at the meeting on the lines suggested in point 1(a) of the 
memorandum. We have a good deal of evidence not only that the 

US Administration and Congress feel obliged to apply greater pressure 
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extra cost should not be included in their budget; they already 
pay the difference between the rate of charges agreed with the 
US under the 1953 Agreement and the present DOE "standard rate" 
for works services (though the element of "subsidy" involved 
is probably inflated - see footnote to Annex of attached 
memorandum )4 The Treasury seem ready to be persuaded by the 
political case, but intend to insist that the extra cost must 
be found out of the existing budgetary, ceilings. This analysis 
suggests that Mr Godber's strategy at the meeting might be 
to get the political case for acceptance of the US proposal 
discussed first, andthen leave it to the other Departments 
to argue about the method of payment, and possible US counter¬ 
concessions. |i » 


9 July 1971 

Copied to 

Mr Rose 
Mr Tesh 
Lord Bridges 


H T A Overton 

North America Department 
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GOST SHARING ARRANGEMENTS FOR US DEFENCE FACILITIES 
IN THE UK 




Ttie main arguments for and against acceptance of ttie latest 
US proposal (for a 7-5^ sersice-ctiarge across the board) are set 
3^ out in the inter-Departmental memorandum attached to Mr Overtoil's 

A & B submission of 19 May, and in Mr Godber's letter of 25 May to 

the Chief Secretary. Subsequent inter-Departmental discussion 
and comments upon Mr Godber's letter received from Mr Macmillan, 
Mr Amery and Lord Balniel have thrown up a number of additional 
arguments against acceptance of the US proposal which should 
be answered. 


0© 

D@ 


E® 


Following are these arguments, and suggested answers; 

1, The political case for accepting the US offer is 

overstated. If we "stand firm" it will not seriously 
damage our relations with the Americans (Mr Macmillan's 
letter of I4 June: Lord Balniel's letter of 1 July). 

Answer 
/ \ 

■ (a) The US proposal is firmly rooted in the "burden-sharing 
concept to which President Nixon personally attaches 
the highest importance - see the US Aide-Memoire, 

The US contribution to the defence of Europe, and our 
bilateral relations with the Americans in the defence 
field, are both of very considerable value to the UK . 

The dangers inherent in a US feeling that European 
nations are doing less than their fair share of 
"burden-sharing" are under active inter-Departmental 
consideration at the present moment as a result of 
Mr Connally's speech in Munich and other statements 
by the US Administration. This is a matter of the 
highest political importance in the US and we cannot 
pretend that the "burden-sharing" argument is inapplicable 
to the present case. Rejection of the proposal would 
be a gift to Congressional opponents of the US 
military presence in Europe, 
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(b) The US proposal is not an early bid in a haggle 
about the division of costs. It is a compromise 
proposal put forward in an attempt to end a haggle 
which has been going on since 1963. The proposal 
has been put forward at a high level, and the US 
Embassy have been pressing for a decision. 

Acceptance of the US proposal is especially inconvenient 
for budgetary reasons at the present time. (Lord Balniel's 
letter of 1 July). Why not play it long? 

Answer 

This long outstanding question urgently requires 
settlement. FailTire to accept the US proposal 
will amount to, and be taken as, rejection. 

The US proposal is an honest attempt to settle, 
has been put forward and pressed at a high level, 
and has great political weight behind it (see I above) 
Moreover we ourselves need settlement because this 
unresolved question of the "service charge" is 
holding up a new general agreement with the 
Americans to replace the 1953 agreement. The 
agreement will cover several other issues as well. 

The matter cannot therefore be left in abeyance. 

Why should we increase our present "subsidy" to the 
Americans? (Mr Macmillan's letter of 14 June, and 
argumentation at official level from the MOD). 

Answer 

The US proposal represents ^ increase in subsidy 
On the contrary it represents a reduction. This 
is because, in considering the financial effect 
of the previous formula of 15%/7i^, the UK 
capital contribution under the 1953 agreement 
must also be taken into account. If you amortize - ''' 
that capital contribution of £22^ million over 
20 years and add the notional cost of the Vyfo/l^o 
formula, the annual cost works out at £1,46 million, 
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that the most appropriate concession would he 
the dropping by the US of their claim to residual 
value, for future projects. 

It would have more political impact to contribute to 
US defence costs in some other way, e.g. by helping 
to make up the shortfall of the European Defence 
Improvement Programme (EDIP) 

Answer 

There are two answers to this: 

(a) A contribution elsewhere would not get us off 

the hook in this current negotiation on cost-sharing 
in the UK. The consequences of rejecting the US 
proposal would have to be faced (see 1 . above). 




1 


(b) There is no link between this proposal and EDIP, 

Moreover the European nations have agreed to EDIP 
anyway. The question of whether the UK should 
contribute to make up the shortfall of other countries 
should be considered on its own merits, (It is 
understood that the Prime Minister has doubts 
about the wisdom of this on grounds of principle). 

7. The American "threat" to undertake their work services 
themselves if we do not accept the US proposal does not 
carry much weight (Mr Amery's letter of 13 June), 

Answer 

(<X) The dangers of rejecting the US proposal lie in the 
fact of rejection, and the unfavourable effect which 
this would have upon the Administration and US 
public opinion in present circumstances (see 1. above). 
The question of what the Americans did about their works 
services if the UK refused to accept the US proposal 
Ct) is of secondary importance. But the prime US interest 
is in saving foreign exchange; we can be sure that 
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they would switch to a policy of maximum importation 
and use of US labour, even if it cost more. The UK 
would suffer both from the loss of payment (in dollars) 
and from the loss of employment. 

The budgets of the MOD/DOE cannot absorb the additional 
costs arising from acceptance of the US proposal without 
detriment to other projects of higher priority. 

Answer 

One comes back to the political argument again in 
favour of accepting the US proposal. In the considered 
Foreign Office view this political argument is strong. 
Rejection of the proposal would have a most unfortunate 
effect upon the Americans which would certainly be felt 
in the Defence and other fields. The argument as to 
how the money should be found is not a FOO concern. 

But it would be a grave political error to offend the 
Americans at a sensitive moment by refusing to put up 
the very modest sums of money required by the US 
proposal, in the interest of "burden-sharing". The 
total additional ci ^rent cost per annum would only be 
£470,000 per annum, and this ignores the much larger 
capital element in the previous UIC contribution 
(see 3 above). 
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SHARING OP COSTS POR Y/ORK UNDERTAKEN AT US DEPENCE INSTALLATIONS IN U K 
(in £-tlfiou3and per annijm) 


Proposal 

Anglo-US agreement 
of 1953 

US proposal for 
new Agreemeht 

MOD possible 
suggestion 

Pormula 

Major Works 7^® 

Major Works 

Major Works 


Minor Works 15^® 

1 Minor Works 7iy® 

Minor V/orks 10^ 

U S Share 

1,160 

+ £102-g-m(?) capital 

687 

845 

U K Share 

670 

+ £22^m.capital 

1,143 

985 

Total * 

nominal cost 

1V.830 

+ £ 125 m,(?) capital 

1,830 

1,830 


* Calculated at the present DOE "standard rate" 

of 20^; MOD pay 16^. Until 1963 the "standard rate" 
was 15^ 

















U June, 1971 


The Americans welcomed the prospect of the enlargement 
of the European Economic Community (EEC), for political rather 
than economic reasons. The EEC, in its future decisions, 
would he wise to take account of the resentment, in various 
areas of United States public opinion, at European and Japanese 
"ingratitude". There was a widespread feeling that foreign 

powers ought more readily to recognise that the present United 

1 

States balance of payments problem was largely a consequence 
of the American asstimption of a disproportionate share of the 
defence burdens of the free world, and their generous 
contribution to the economic recovery of Japan and Continental 
Europe* The EEC should recognise that economic decisions which 
had the side-effect of placing the United States at an economic 
disadvantage, even if this was not their primary intention;!, 
were liable to provoke disproportionate reactions in the 
United States. 
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FACILITIES MADJj AVAILABLE! TO UNITLD STATILS FORCES 
IN TK.; imiTSD KINGDOM 

U.S.A.F , 

^ Alconbury (Huntingdon) 

Tactical Reconnaissance Base for NATO-assigned aircraft 
Bent w aters (Suffolk) 

Tactical Fighter Base for NATO-assigned aircraft 
Lakenheath (Suffolk) 

Tactical Fighter Base for NATO-assigned aircraft 
Mildenhall (Suffolk) 

Transport Base for NATO-assigned aircraft and Military 
Airlift Command terminal. Also base for US CINCEURs 
Airborne Command Post, 

Prestwic k (Ayrshire) 

Military A-irlift Command terminal 

Upper Heyford (Oxfordshire) 

Dispersed Operating Base for SAC aircraft 

Wethersfield (Essex) 

Tactical Fighter Base for NATO-assigned aircraft 
Y/oodbridge (Suffolk) 

Tactical Fighter Base for NATO-assigned aircraft 
U.S, NAVY 

I 

American facilities for which UIC provides land 
Holy Loch - facilities for US Polaris Submarines and Depot Ship 
Thurso - Naval Radio Station 
Londonderry - Naval Radio Station 
Kinnabar Links - Naval Radio Station 

Shetland Islands - LORAN Monitoring Station for the US Coast 

Guards on Hill of Swinster 

/b. Existing 
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Existing UK facillties that are made available for use 
"by the US NAVY. " 


Rosneath/Flnnart POL .Depot 






n n n 
u u u 


Treown - Ammunition storage 


Exeter - blanket and life jacket storage 
c, MTO Projects 


Milford Haven moorings 


Campbeltown POL Depot 


Logistic support for destroyers forming the Atlantic 
extension of the DB/Y Line, This is a local arrangement. 
No base facilities as such are provided but that US 
ships call at ports in UK, mainly Rosyth, to re-fuel, 
re-victual and to undergo emergency repairs if necessary. 


Rosyth - 


Invergordon - fuel storage 


The USA is a User Nation in the follov/ing NATO Projects 
where the UK is the Host Nation, l.e,, the construction, main¬ 
tenance, staffing and day-to-day operating is the responsibility 
of the UK and the USA contribute a proportion of the cost. 


Clyde moorings 


Clyde Boom Defence and Service Craft facilities at Pairlie 


Loch Ewe POL Depot 


Loch Striven POL Depot 


Glen Douglas Ammunition Depot, 


Loch Ev/e moorings 













Please address any reply to 
MINISTRY OF DEFENCE 


MINISTRY OF DEFENCE 

Main Building, Whitehall, London S.W.i 
Telephone: '^mtehall 7022, ext. 7635 


6 July 1971 


I/A ^ 


and quote: 
Your reference 


AF/CT 2520/67 


C. Lush Esg. 

American Department 
Foreign & Commonwealth Office 
Whitehall, SW1 . 
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US DEFENCE FACILITIES IN THE UNITED KBTGDOM 

1, I am afraid that this reply to your letter of 2nd July 
1971 to Derryck Ward can only give you the answer to one of 
”the points you raise, and that the simpler of the two. 

In response to paragraph 2 of your letter I attach a list 
of US deploi^ments and military facilities in the United Kingdom 
as at 1 July 1970. The list relating to 1 July 1971 is unlikely 
to become available for another month or so. 

2, The proposal which you mention in para. 3 of your letter, 
that we should try to use a concession on DOE DEs to try to 
extract a counter-concession of some kind from the Americans, 
is rather more difficult. We are already, as you know, under 
remit to study this proposal and make recommendations on it 

in our brief for the Minister of State for the meeting on 
14 July but our study is not yet complete. I hope to be in 
a position to let you know the gist of what we intend to say, 
and perhaps to let you have a list of possible counter-concessions 
which we have identified, before the end of the week. 

D H BEMNISON 
S9A(Air) 
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Foreign and Commonwealth Office 

London SW1 A 2AH 


Telephone 01 • 


D W Ward Esq. i 
S9 Air 

Miaistry of Defence 


Your reference 


RCCEIVtD IN Our reference 

registry No. 72 ' oete 2 July 1971 

2-J0LI97I 


us DEFEHOE FACILITIES IH THE UHITED KIHSDOM •, 

1• You may now have seen a letter from Mr Godher’s Private Secretary 
dated 30 June proposing that the four Ministers concerned meet to dis¬ 
cuss the latest American proposal on cost-sharing on'14 July. We have 
been giving some thought to briefing our Minister for this meeting, and 
would be grateful for your help on two factual points. 

2. Firstly, could we please have a list of all the US Defence facili¬ 

ties to which the new cost-sharing agreement is intended to apply? It 
would be helpful if this list could indicate whether the facilities are 
run by the USAP, and thus already within the terms of the exisdng agree¬ 
ment# or by'the US Navy or Army. _ ' 

3. Secondly, the Chief Secretary mentions in hiis letter of 14 June 
the possibility of our using our concession to extract something from 

the Americans elsewhere. ,We shall clearly have to examine this sugges¬ 
tion and look at possible counter-concessions. One obvious one is the 
dropping of the American claim to residual values in the cost-sharing 
agreement itself. Another, which we discussed when we were drafting 
the agreed paper, was the negotiation with the Americans over R&D costs 
for aircraft {1 do not know enough about the current state of this to 
suggest a specific counter-concession). It seems to me that the type 
of-US concession that we ought to consider would have to be connected 
with the strictly bilateral defence relationship betiiijeen the United 
States and the United Kingdom. It would be most helpful for us to have 
yotir suggestions of the type of thing we would like to get from ,the 
Americans in return for a new cost-sharing agreement. , / 


GONPIDENTIAIi 


0 D Lush i 

North America Department [. 















THE NATIONAL ARCHIVES 













#• 


/^r 0 PefJ 



Treasury 
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1 July 1971 


7 


R W Renwick Esq 

Private Secretary to the Minister of State 
Foreign and Commonwealth Office 
Downing Street 
London SW1 


Qle'e) D- 


Thank you for your letter of 30 June. As we have already 
confirmed by telephone, 11.00 a.m. on Wednesday 14 July is 
a convenient time for a meeting. We have arranged for this 
to be held in the Chief Secretary's room here at the Treasury, 
and I understand that the other Ministers concerned will be 
able to attend at that time. Perhaps you and the other 
recipient(S of this letter would be good enough to let me know 
beforehand the names of the officials who will be present. 

2. I am copying this letter to the recipients of yours. 
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DEPARTMENT OF THE ENVIRONMENT 
LAMBETH BRIDGE HOUSE LONDONSE1 


Minister for Housing and Construction Y ^ “f^y 


30 June 1971 


VvX' u#. 


Ore 


Thank you for sending me a copy of your letter of 
25 May to Maurice Macmillan about the negotiations 
with the Americans on the rate to be charged for 
services carried out by this Department. 

I have seen a copy of his reply to you dated 14 June. 

I feel that the American threat to undertake their 
works services themselves unle ss we offer further 
concessions does not carry much weight. Looked at 
from the purely economic viewpoint, I can see little 
possibility of them carrying out their work more 
che^l_y than we can do it for them given the same work 
roHn and standards. There may be other pressures 
being exerted from Washington, but this is a matter 
about which you and the Ministry of Defence would 
know more. We can discuss the matter further at the 
meeting which Maurice Macmillan has suggested. I shall 
also wish to raise at this meeting the question of 
where any increased subsidy to the Americans, if this 
should be agreed, should be charged. 

I am copying this letter to Maurice Macmillan and 
Robin Balniel. 








JULIAN AMERY 


The Rt Hon Joseph Godber, MR 
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Foreign and Commonwealth Office 


In his letter of 14 June to Mr Godber, the Chief 
Secretary suggested a meeting to discuss the problem 
of charges for services performed at U.S. defence 
facilities in Britain. 


Mr Godber would welcome this* I am now writing to 
confirm that we hope that it would be possible for a 
meeting to be arranged at 11 a.m. on Wednesday, 14 July. 

1 should be grateful if you and the other recipients of 
this letter could confirm that the Ministers concerned 
could attend a meeting at that time. 

So far as the venue is concerned, we should be glad 
to arrange the meeting her^ if that would suit you. 

Mr Godber agrees that officials should (De present. 

% 

I am sending copies of this letter to Henn in the 
Ministry of Defence and Pickup in the Department of the 
Environment. 


(R. W, Renwick) 
Private Secretary to 
the Minister of State 


J. B. Unwin, Esq., 

Private Secretary to 
the Chief Secretary to the Treasury 
Great George Street, 

London S.W.l. 
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JJg(nkey ,■ 


Mr Godber 


COST SHARING ARRANGEMENTS FOR US DEFENCE FACILITIES IN UK 

Flag A 1* The Chief Secretary's letter of 14 June, replying to 
Flag B Mr Godber's letter of 25 May, is still unansviered. This is 

because we were waiting for the Ministry of Defence to comment. 
They have still not done so, and it is not certain that they 
will; they may prefer to put their point of view at the 
proposed Ministerial meeting. 

2. In these circumstances, the sooner the Ministerial 
meeting is fixed the better. I submit a draft reply to 
Mr Macmillan in this sense. 

3. The Ministerial meeting will have to be carefully 
prepared for on our side, since we have learned that a 
number of new arguments are likely to be deployed by the 
Ministry of Defence against accepting the American "7-g^*’ 
proposal. I shall submit separately about all this very soon. 




30 June 1971 

Copied to 

Mr Rose 
Lord Bridges 
Mr Tesh 


H T A Overton 

North America Department 
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Mr Over;TOn 


DE COSTS 


L- ' 


■"pr HVr-D IN 

lREGU-t?^X'" 

\ 29 


C^VVO 


You will remember that on 16 June I went to a meeting 
in the Ministry of Defence held by Mr Nairne, which discussed 
a number of matters outstanding after the Lisbon NATO Meeting, 
At the end of the discussion the question of DE costs was 
raised. I attach a copy of the Record which has reached me 
from the Ministry of Defence regarding the discussion on 
this point. It does not mention that I explained this 
subject did not fall within my ra5)onsibilities in the FCO; 
all I did was to comment in a general way on a personal 
basis, and to undertake to report back to you. , 

2. The main conclusion of this meeting was, in fact, 
overtaken by the fact that the Treasury have now commented 
on Mr Godber's letter which the Ministry of Defence told 
me they did not expect to happen. 

3. We have some marginal interest in this subject, since 
the discussion with the Americans may have some effect on 
NATO problems: and I should be grateful if you could keep 
V/OD generally informed of developments. 




23 June 1971 


BRIDGES 














DUSCpA said that he had seen Mr 00^1361**8 letter to thi! 
Treasury but that:- 


a* he was unenthuaiastic about settling now 
on the US terms- on the assumption at least 
that the cost would have to be borne within the 
fixed Defence Budget c^ilifigsj ; v i\ 


b. it would be very difficult for the MOD to 
do so before it had sorted out its major 
difficulties with the LTO: 


c* he was not oonvinced that, from the political 
angle (eg Congressional pressures), settling the 
DB issue would be as important as solving the EDIP 
shortfall* 


Lord Bridges was inclined to agree with c. and indicated 
that he would consider whether it would create any problems 
if we told the US that we v/ere anxious to settle the issues; 
but that, because of current problems of reviewing all 
planned expenditure in the defence field, we would like to 
consideration of the US proposal till later in the, year*, i 


DS 12 , ^ 

21 June 1971 


Those present 
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CONFIDENTIAL 



BRITISH EMBASSY 
WASHINGTON, D.C. 



(10/40) 


21 June 1971 


0 D Lush Esq 

American Department 

Foreign and Commonwealth Office 







1. In your letter to Elliott AMU 10/5 of 14 June, you asked 
for our views about cost sharing arrangements for US defence 
facilities in the UK. We ccnsider that it would be a serious 
mistake to turn down the latest American proposal which does 
not appear to be unreasonable. 

2. The issue was, as you say, raised at a fairly high level 
both here and in London. Since then we have had the debate 
on the Mansfield amendment in the Senate and the question of 
burden sharing has become much more the centre of attention 
in the Administration and in Congress than it was before. As 
Hillenbrand said to Millard on 16 June (our telegram no. 2061) 
the President expects burden sharing to be taken into account 
as a concept. Spiers has told us that he has tried to keep 

( the negotiation from coming to hi^er attention in the hope 
that the UK will in the end agree to settle on the terms pro¬ 
posed by the Americans. He is afraid that a serious row 
would blow up if there were a breakdown. 

3. For us to choose this moment to run the risk of the 
negotiations failing as a result of trying to charge the 
Americans at a higher rate would be most unfortunate. If as 
seems quite likely the news reached Capitol Hill, this would 
be a gift to Mansfield and his supporters. Given the fact 
r that the financial arguments against accepting the American 
I offer are not all that strong, we recommend strongly that 
' the decision should be to accept it. 
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Reference. 


Mr Overton 


COST SHAEIWG 


.. 

RECEiVEdIn 

REGirTRYNo.T?. 

29 JUN1971 


PlV^O 

I attended a meeting at t^e Ministry of Defence 
this morning, when Mr Nairne jj e Sfc e d au-iliB vaidous 
military matters outstanding after the NATO Lisbon 
Meeting. The problem of DE charges came up. I 
explained that, while I was generally aware of what 
was going on, this was not my particular responsi¬ 
bility in the ECO. 

2, Mr Nairne then told me that, according totheir 
information, the Treasury do not propose toieply to 
Mr Godber's minute xintil the Ministry of Defence have 
commented. This they intend to do quite soon. Their 
present inclination is to say that, finding 
in the middle of one of the most difficult costing 
exercises ever undertaken by the Ministry, this 
suggestion could hardly come at a more inconvenient 
moment. They felt that they had no option whatever 
but to wait for several months until they have 
broken the back of their current financial arguments. 
One possible way of replying to the Americans might 
therefore be to suggest talks with them in the 
autumn, say, perhaps in October, without any 
prejudice to our position. 




16 June 1971 


copied to 


BRIDGES 


Mr Rose 
Defence Dept, 
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CONFIDENTIAL 


Foreign' and Commonwealth Office 
London SW1 i 


Telephona 01 - 


Your reforenco 


T A K Elliott Esq CMG 
WASHINGTON 


Our referenc« 


■AMU 10/5, 
Date 14 June 1971 


2, We have heard on the grapevine that an internal struggle 
is going on in the MOD between the finance departments, who want 
to charge the Americans at a higher rate than the one they have 
proposed, and the policy side, who are in favour of accepting 
the American proposal. But it would be most useful for us to 
have your views on the seriousness with which the Americans are 
treating this issue. We had assumed that the fact that their 
latest proposal was made at quite a high level both here and in 
Washington meant that they attached importance to solving this 
problem. The current mood in the States of looking closely 
at the balance of payments aspects of defence spending would seem 
to make it all the more important that we should avoid a row over 
cost sharing. And it may be that if we continue to insist on 
charging a Higher rate for works services than the Americans think 
equitable, the whole issue could be ventilated in Congress, to 
our and the Administration's embarrassment. This would, I suppose, 
be more likely to happen if the negotiations were to break down 
over our rejection of the latest American proposal, and they 
were to decide to go it alone. I myself fear that there is a 
risk of their doing this if we don't accept their proposal - do 
you agree? 


C D Lush 


3 ends. 


' confidential 


1. I enclose a copy of a submission on Cost Sharing arrangements 
for United States defence facilities in the UK, together with a 
background paper.agreed between the FGO, MOD, Treasury and DOE. 

I also enclose a copy of the letter that Mr Godber wrote to 
Ministers in the other departments concerned with this question 
on 25 May. 
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Mr. Oy^ton 
COST SHARING 
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fW\0 


I spoke to Mr. Nairne. He confirmed that our 
paper was being looked at critically in the M.O.D., 
although it had not yet reached his desk. He said the 
main problem was that if the U.S. proposals were 
accepted at a cost of roughly m. a year, this sum 
would have to be found from elsewhere in the defence 
budget. It was not clear what could be cut. There might, 
for example, be a question of choosing between accepting 
the DE charges proposal and finding money for our 
contribution for the EDIP. In terms of effect on the 
U.S. Administration, and probably on Congress too, 
the latter might have first priority. Certainly 
Mr. Laird's remarks at the recent DPC meeting supported 
this view. 


2, Mr. Nairne continued, in confidence, that the 
M.O.D. were in serious difficulties over their forward 
costings and that this was the worst possible moment 

to have to make a decision on the question of DE charges. 
He did not think it would be possible to give us an 
answer until at least mid-July (he implied that if we 
pressed for one now it would certainly be negative). 

He himself was inclined to doubt whether the American 
case had quite so much steam behind it as the level 
of the TJ.S. Embassy's approach to us suggested, or 
that, if faced with the alternatives, the Americans 
would really wish to press the case so strongly. But 
he noted the points I made, based on your minute above, 

3. Mr. Nairne suggested that, since we considered 
this question should be looked at in the context of 
the Mansfield resolution, etc., it might be raised at 
a meeting he intends to call next week to discuss the 
aftermath of the NATO Ministerial meetings. He said<?^-r 
although the question of DE charges would not normally ^ 
come up at this meeting, he thought it might be useful 
to look at it in relation to the other points arising 

in connection with the U.S. attitude towards European 
defence efforts. 


Imuj 




o/A'cui. 


4. I understand Lord Bridges will be attending this 

meeting. You may like to brief him on this point. 

But I doubt whether, for the moment, there is any more 
we can do. 


t 




J i^/l 
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Copy to: 

Lord Bridges 




(C.M. Rose) 
10 June 1971 


A' 

L 


V< 


CONFIDENTIAL 










n n I 
u u I 




CONFIDENTIALi 


ftVAO Vo' 






Mr. Overton 
COST SHARING 


I , t ; • I spoke to Mr. Nairne. He confirmed that our 

i ; I. paper was being looked at critically in the M.O.D., ' 

although it had not yet reached his desk. He said the 
: ^main problem was that if the U. S. proposals were 

! accepted at a cost of roughly m. a year, this sum 

i would have to be found from elsewhere in the defence 

^ ^ budget. It was not clear what could be cut. There mi^t, 
, : for example, be a question of choosing between accepting 

Mwr oMv^ 1 charges proposal and finding money for our 

‘ * contribution for the EDIP, In terms of effect on the 
”* ■' U.S. Administration, and probably on Congress too, 

the latter might have first priority. Certainly 
Mr. Laird's remarks at the recent DPC meeting supported 
this view. 
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2, Mr. Nairne continued, in confidence, that the 

M.O.D. were in serious difficulties over their forward 
costings and that this was the worst possible moment 
to have to make a decision on the question of DE charges. 
He did not think it would be possible to give us an 
answer until at least mid-July (he implied that if we , 
pressed for one now it would certainly be negative). 

He himself was inclined to doubt whether the American 
case had quite so much steam behind it as the level 
of the U,S, Embassy's approach to us suggested, or 
that, if faced with the alternatives, the Americans 
would really wish to press the case so strongly. But 
he noted the points I made, based on your minute above. 


3. Mr, Nairne suggested that, since we considered 
this question should be looked at in the context of 
the Mansfield resolution, etc., it might be raised at 
la meeting he intends to call next week to discuss the 
laftermath of the NATO Ministerial meetings. He said(fc.r 
although the q^uestion of DE charges would not normally ^ 
come up at this meeting, he thought it might be useful 
to look at it in relation to the other points arising 

in connection with the U.S. attitude towards European 
defence efforts, 

4. I understand Lord Bridges will be attending this 
meeting. You may like to brief him on this point. 

But I doubt whether, for the moment, there is any more 
we can do. ^ 


Cop;/ 


(C.M. Rose) 
10 June 19?1 
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CONFIDENTIAL 


Mr Ryif^: 

US/UK COST SHARING 




1. We spoke, and you agreed to have a word with Mr Nairn^ 

2. I attach copy of my minute to the PUS, and supporting papers. 
These give the necessary background. An additional political 
argument could now be put to MOD, I suggest; that the most recent 
trend of US policy thinking, as reflected by Connally, Stans 

and Rogers speeches inter alia , makes it especially dangerous to 
take action at the moment t^nd for some time to come, in my view) 
which American opinion would consider unhelpful from a cost and 
burden-sharing point of view. It will promote neo-isolationism, 
and cost the MOD et al a great deal more than the difference 
between and 15^o on minor worksl These sort of costs are 
small beer, and the saving out of all proportion to their irritant 
effect. Let us save our economy measures, which FCO naturally 
support, for the big questions where the/money is worth while. 


oney is worth while. 

lU Ooiiic 


H T A Overton 
North America Dept. 


9 June 197. 
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Treasury Chambers, Great George Street, S.W i 


P.r rIM 

14 June 1971 / >. 72 

, / 29JUiT7J 1 


C 


You wrote to me on 25 May enclosing a paper by officials 
about the negotiations with the Americans on the charges 
for the services performed by the Department of the 
Environment at US defence facilities in the UK. 

2. There is a political case for accepting the Americans' 
latest offer to pay 7^ per cent. But there is also a case 
for standing firm and seeing what happens, and I am by no 
means convinced that this is necessarily the wrong thing to 
do. If we did accept the Americans' offer, we should need 
to consider how the extra cost was to be met, and whether 
we could use our concession to extract something from the 
Americans elsewhere. 

3. I think it would be very useful if we could discuss these 
matters further with Robin Balniel and Julian Amery, to whom 

I am sending copies of this letter - as no doubt you did of 
yours. 


(Maurice Macmillan) 


The Rt Hon Joseph Godber MP 

Minister of State for Foreign and Commonwealth Affairs 
Downing Street 
London SW1 
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CONFIDENTIAL COVERING SECRET 


US/UK COST SHARING IN UK 


RtCEiVED ; 
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1. At this morning's meeting you asked about the state 
of play. 

2. The submission which you saw and countersigned was v y 

approved by Mr Godber, and he wrote to Mr Maurice McMillan 

on the lines recommended on 25 May. There has beun iiu forma]/^ 
action since then. The Ministry of Defence and Department 
of Environment, to whom Mr Dogber's letter was copied 
have not yet commented as it was agreed that they would, 
and the Treasury are awaiting these comments before replying 
to Mr Godber's letter. 

3. I understand informally that an internal argument 

is going on in the MOD. Having agreed to the inter-Departmental 
official paper enclosed with Mr Godber's letter, and having 
agreed, at official level, to support t)ie line taken by 
Mr Godber, the Finance people are having second thoughts 
on the ground that there is no need to compromise with the 
Americans and no need to make any further concession. 

Mr Nairn is alleged to share this view. I am trying to 
find out what the exact position is, as the basis for FCO 
intervention. It may be necessary for Mr Rose or yourself to 
take this up. 


H T A Overton 

North America Department 


9 June 1971 
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